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 ABSTRACT

“The informal sector has remained crucial to the Nigerian economy

over the years in terms of employment and income generation for

‘the teeming urban semi-skilled and unskilled labour. Over the years

in Nigeria, there has been growing concern about the problems
and expectations-of the informal sector in spite of the support ser-
vices ficcted by the gevernment. This study: therefore examines....
the level of gcvernment support received by tire repair operators;
their problems and expectations. The, study involved the use of
primary dctc collected through a struz'ctured questionnaire, which
was personally administered. It found ithat government support in
terms of finance and training was limited to ‘take-off’ and had little
or no provision for already existing opé;rqtors, who required some

support for expansion and modernization. The study also found

that the mcjor problems militating against tire repair service are
fuel scarcity, spare part prozlem, lack »f access to credit and mul-
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Muilinle tovae. Dased ot e TIndings above, there is the need to
refocus. government informal sector support instruments through
Improved funding. The government should also address the energy
problem and eliminate multiple taxes which are inimical to the
growth and development of the informal sector. :

KEY DESCRIPTION: Informal sector; Government Assistance;

Micro-Enterprise, Business Development; Multiple Taxing.

INTRODUCTION

The Nigerian economy is no doubt an oil dependent one. The oil
sector accounts for 77 and 97 per cent of total federally collected
revenue and total export earnings respectively (Arosanyin, 2005).
However, a lot of the employment and income earning capacities
are from the informal sector. Various studies have acknowledged
the role, importance and potentials of the informal sector in Nige-

ria (Fapohunda, 1985: Abumere, et al., 1988: Akerele, 1997; Ari-

mah, 2001; Adewuyi ,2002: Nweka, 2005). The size of the informal
sector in Nigeria is estimated’ at about 58 per cent of Gross Na-
tional Income (GNI) (Schneider, 2002).

The reform programme of the‘zl Nigerian government, which started
in the 1980s, has led to job losses in the public ‘and quasi public
sector and resulting in a high rate of unemployment among both
the skilled and the unskiiled. The absorptive capacity of both the
formal-private sector and the public sector has also shrunk The

~survival of most Nigerians and their families therefore lies in the

informal sector. The informal sector of Nigeria cuts across the vari-

ous sectors of the Nigerian ecc%nom'y including road transport. The .

informal road transport sub-sector of Nigeria'is very large. Apart
from the informal road transport operators in the transport market
such as Okada (commercial ‘motorcycle - operators), commercial
car and bus operators, there exist 'a large set of informal suppor-

' tive services which provide Ihbric-a_tion for the effective running of .

the Nigerian road transport system. Notable among these Services
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are mechanics: mechanical and electrical, caljeq mecho and rewire

some of these informq] service providers in the road transport Sys-
tem have been recognized (Arosanyin and Ipingbemi, 2004, hese

seryices_ provide self employment Opportunities for Nigarians.

However, No serious research attention within the road transport

sub-sector has focused on their operations, leve! of received gov-

ernment assi_st‘anc’e,vprqbvlems and expectations to aid fhe devel-

opment and modernization of these mainly self employment infor-

mal sector enterprises, which most of the gevernment support

programmes are expected to assist in growing technically and fi-

nancially. - ' B ’ '

A good understanding of the informal sector, particularly their
problems and expectations, is crucial for the success of economic
development policies and poverty reduction strategies. The con-
straints and expectations of informal sector enterprises differ from
country to country, one region of a country to another, between
rural and urban areas, between sectors and among individual en-
terprises within a sector. This is not to say that there are n,’o com-
mon problems and expectations. Studies in Nigeria such as Fapo-
hUndq;(1.985), Abumereand associates (1988) and Akerelei (1997)
are not transport sector-focused but general in nature. The need to
provide .activity specific study for activity specific policy is the ra-
tionale for this study. . 0 BT b B B i

In view of the above, this paper focuses on the tire repair service -
in Nigeria with the aim of determining the level of government-as.

ik o o s - T R 5
sistance. received; problems militating against their operctlom__s»,:_qn1

their. expectations: This paper is part of a seminal series’o tire” -
repair jservice in Nigeria. Speciﬁcdlly, the main objectives this
paper:'are; ‘to provide ‘empirical evidence of the level of rec . ved ‘
governimerit assistance; the problems of the enterprise; and expe
tations of the tire repair operators as basis. for informal sect
icy refocusing. The rest of the paper is divided-in

- .
& N




Chana Joutnal of Deyelgpment Stiudies 6 (2) Ortahsy 3000

e ———_

and thecretical considerations; research scope and method; find;

ings of the survey; implications: recornmendations; and conclusion.

Conceptual and theoretical considerations i

One of the earliest scholars who studied the informal economy
was Keith Hart. He coined the term ‘informal economy’ based on
fieldwo‘rk in the city of Accra, Ghana (Hart, 1973). The concept of
the informul sector was made popular by the International Labour
Organization (ILO) in 1972 in its Kenya Mission Report in which in-
formality was defined as a “way of doing things' characterized by
(a) ease of entry; (b) reliance on indigenous resources; (c) family
ownership; (d) small scale operations; (e) labour intensive and
adaptive technology; (f) skill acquired outside of the formal sector;
(g) unregulated and competitive markets” (World Bank, 2007:1).
The informal sector consists of small scale, self employed activi-
ties (with or without hired workers), typically at a low level of or-
ganization and technology, with the primary objective of generat-
ing employment and incomes. The activities are usually conducted
without proper recognition from the authorities, and escape the
activities of the machinery of government responsible for enforce-
ment of law and regulations (ILO, 2007a). :

The informal sector is heterogeneous, enc ympassing production
units of different features, economic activities and people. This
heterogeneity of the sector and its complex dimension made con-
ceptualization and measurement of the sector not-to be a clear cut

~ one (ILO, 2007b). Studies have used various terms, definiuons and
categorizations. Some of the diverse terms used to describe this

form of economy include shadow, unofficial, third, underground,
grcy, hidden, black, clandestine, counter and parallel (Thomas,
1992; Fleming, et al. 2000). Various conceptualizations have been
given to the informal sector based on functionality, behaviour
(legality), technology, among others (Portes, et .al. 1989; Feige,.
1990; Cole and Fayissa, 1991; Thomas, 1992; Loayza, 1997; Farrel,

et al. 2000).

102
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V\_/hatever conceptuc.lizgtion used, the informal sector tends to ex-
/ i hlk.)lt'.s'ome characteristics, occording‘to ‘-{LQ (2007a): Fnté‘rpﬁées in
- this sector usually employ fewer than ten workers, mostly immedi-
ate family members. It is heterogeneous cutting across activities
such as retail trade, transport, repair and maintenance, construc-
tion, personal and domestic services, and manufacturing. Entry
and exit are easier than in the formal sector. Capital investment is
generally low or minimal. Work is mostly labour intensive, requiring
low-lgvel skills.-Work_ers learn skills on the job. The employer-
employee relationship is often unwritten and inforfhcl, with little or
no appreciation of industrial relations and workers’ rights, among
others.

In theory, the emergence of the study of the role of the informal
sector in economic development can be traced to Lewis (1954). He
conceptualized economic development as the emergence and
growth of the manufacturing sector (the “modern” sector} through
the absorption of labour freed from the informal sector or subsis-
tence agriculture (the traditional sector) due to the more efficient
means of productidn in the former. The Lewis model of economic
! development had h'i'nge'd on the existence of unlimited supply of
labour. in the inforn?al 'sectdr, or. subsistent agriculture. The expan-
, sion of the formal sector will lead to an increase in the demand for
' labour, thereby absorbing excess labour in the traditional or infor-

| mal sector (Chen, et al. 2002).

The uitimate effect will be the shrinking of the informal sector. The
Lewis Model. dominated-the development discourse in the _19505
and 1960s. In recent.decades, the.growth and size of the informal
sector, pqrticulcrly ir-‘m the developing economies, has led to a re-
thinking of its role I+ economic development following the break--
‘ down .of most. of the:-assumptions. of Lewis. The debate:as to-

whether:the informal.sector generates or stalls economic growth

can be'-,,t'rqc:"e.d"to- some:major theoretical perspectives namely.the
: structuralist view (neo-classicist approach), underground:-economy
perspective .with ineo-Marxist -focus, and- the -legalist/neo-liberal

- 103
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view (see WIEGO, 2009). The formation and size of the. informal :
7 sector have been traced to so many factors such as economic dis-
i tortions; arbanization, unemployment and low Ski"ié;":h'édvy taxbur- 1”7
.~ .~ den; bureaucracy and corruption (Loayza, 1994, 1997; Fﬁedman, et
al. 2000; Azuma and Grossman 2002; Xaba, et al. 2002).

The informal sector plays vital roles in developing economies. It
provides jobs and reduces unemployment and underemployment
and consequently poverty. But in most cases the Jjobs are low-paid
and job insecurity is high. Informal sector employment is usually
the last resort or survival option in most countries without social
safety nets such' as unemployment benefits and poor modern
wage sector. Informal sector enterprises bolster entrepreneurial
activity, despite the fact that it is at the detriment of state regula-
tions compliance, particularly with regards to tax and labour regu-
lations. Three different methods are widely used in the literature
for measuring the size and development of the informal economy.
These are: the direct (micro) approaches-surveys and tax auditing;
indirect (macro) approaches-indicator approaches; and the mode

.

approach (Schneider, 2002).

S T R e R

In spite of the importance andfdevelopment roles of the informal
sector, it is faced with many daunting problems and constraints.
These constraints can be categ’brized into four, namely: financing
constraints; 'relq’uld"tory cohstraints; physical, technical qnd market-
ing constraints; and cost constraints (Steel and Webster, 1990;
.. Levy,.1993). A number cf studies have examined various aspects
“of these problems and the expectations of the informai sector en-'
terprises. Some of the findings of these studies are highlighted be-

low.

In d study of urban informal sector of Ibadan in Nigeria, Akerele )
(1997) identified the major constraints of the sector as poor .ac-
cess to.credit (26 per cent), tools and equipment (19 per__cent);
y heavy competition (15 per cent); and spare parts (9 pgr..c_ent).--
! Arosanyin and associates (2000) in a study of 328 enterprises in: - :

:—\4
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llorn, Nigeria foung that 937 per cent of the enterprises never re.

ceived financial-assistance in the form of loans/grants from the

government in spite of various agencies established for that pur-
pose. Also, 89 per cent never benefited from extension services of

prqbléms 'c;onfrbnting_ these enterprises were found to be low pa-
tronage (41.9%); high cost of production (37%); and inadequate

capital (15%). The e'xpectations_”were__found to be access to fi- |

~ nance (34%], pationage {32%) and favourable legislation (23%).,

straints on their businass (Chendrq, et ql. 2002). In Jamaicq, the

- critical constraints faced by the informal sector are limited capital, -

limited skills, and macro-economic instability (Miller-Stennett,
2002). Mahendra and associates (2003; 146) show in a survey of
150 operators of informal sector activities in three urban areas of
Fiji that the major obstacle to informal sector business in Fiji is

lack offﬁndnce {60%). Other constraints include lack of know-how

and skills, and.discriminatory government regulation. The most im.-
pdrtanl exp'ectotion or requirement of informal sector operdtors in
Fiji was found to be government assistance in finance and busi-
ness operation. The second was government assistance to ease
%egulqtiong (Mahendra, et al. :

identifies the problems faced by the informal manufacturing sector

- in Durgapur, India as demand crunch, resource crunch, infrastruc- |
tural problems; among others. In Indonesian, the common con: .
Straifits . Sl enterprises (SE) include difficulties in mar eting .
(diffi- -
micro

and distribution (40.18%); lack of capital (39.96 percent) an
culty in}prQQUring raw materials (10.60%). For very small or m

enterprises (MIEs) the problems and their shares qrer_loc!'{:o‘f.-ciqai:‘_'f

aterial |

lem (21.52%) (Tambuni; 2008). °

‘. 105
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~RESEARCH SCOPE AND METHOD J

The survey area of this study is llorin, the copftol_ of Kwara State.
Kwara State is one of the North Central states in Nigeria. llorin is
one of the medium size cities of Nigeria with a population of about
600 thousand persons (FRN, 2001:31). It is located between Lati-
tude 8030N and 40350E. As at September 2005, the total vehicle
stock of the Kwara State stood at 117,495 representing 1.75 per-
~.cent of the total vehicle stock of -Nigeria. The above vehicles,
which run on tires (tube or tubeless), provide the ready market or
customer base for the tire repair service in the state. '

A total of 228 tire repair operators were surveyed in 2006. The en-
terprises or operators were selected using the simple random
sampling technique of odd-even number selection procedure along
routes in their major operational zones in llorin. The location of the
operators along the roads where they operated made the selection
easier, in the absence of base data on their number and location.
In the event of absence or non response from a tire repair opera-
tor, a substitution was made from the same zone. This procedure
therefore enjoys the benefit of the random walk method as it en-
sures a less expensive survey by replacing qo'n-responses.’These
operational zones are Niger, Zango, Akerebiata, Offa Garage, Ode-
Alausa and Sawmill. The breakdown of the 228 sampled operators
shows that Niger zone has 17.5 per cent; Zango 23 2 per cent;
Offa-Garage~23:7 per cent.  Ode-Alausa, Akerebiata and Sawmill
zcnes had 7.0, 145 and 14 per cent respectively. . . :

The main instrument for data collection was ajstructured question-
naire, which was personally administered due to the I_evel -of edu-
cation of the respondents and the fact that the core questions
were open-ended. The use of open-ended q ';estions in the ques-
tionnaire among lowly. educated respondents demands thch tlje
systematic_personal contact style (SPCS) should be Odopted':lli\ its 3
cdministrction. Focus group discussions (FGDs) and observations -
were clso used to supplement the. informat’»n gathered throm_:xgh
' Ly 106
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the questionnaire method in order to achieve a higher benefit of

triangulation in, the research. Discussions were also held with.offi-
cials of the informal sector support agencies to gain insight into

their. operations, requirements, scope and constraints. The major
t?ols of data analysis for this part of the series on tire repair ser-
vice are descriptive statistics and weighted factor rank analysis or
technique often called WRA. The weighted factor technique is
shown below (Arosanyin, 1993).

Table 1: Weighted Factor Rank Procedure -

Vari- | Variable Rank Weights for Weighted Cumulative
ables {number) variable rank Score Rank

-1 2 3 1 2 3
A a, a; o 3a; | 2a; | 1a; | n(3a, 2a, 1as) | CR,
B b, b, bs 3by | 2b, 1b3‘ n{3k,, 2b, 1bs) | CR,
C c |G C3 3¢y | 2¢c; | Tes | n(3cy, 2¢5 1e3) | CRe
B t-de. e fo e, |t G ;
N It n, | ns | 3n; |20, | 1ns | n(3ny,2n3.1n3) | CR,

| ) TWS (100) .

Source: Field Survey f

|

Where TWS = Totol Weighted Score

CR (ae.n) = Cumulative rank for each variable
al = Number of respondents who ranked variable

a’ first : ;

N3 - e e ,_Number. of -respondents who ronked variable... . .
n’ third : e
3a1. - = . Weight '3 multiplied by the number of

: i respondents who ranked variable ‘a’ ﬁrst
WSa @ 7 Weighted Score per variable a =' oa1

J’l 103 WSa (%) = (WSa/TWS) x 100

The scchng dxmenston is usuolly n by r where n is the
fcctors or vcnables ldentlﬁed through mductlve coding

: ’107‘
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The pykmq\ohﬂye rank (aé..n) depends on each variable's percent-
'oge of point shiare ini total weighted score: The variable-with the
highest score (percentage) assumes the first rank as the most in-
fluential or important variable. It is important to note that the core
questions for the use of this scaling technique are usually open-
ended thereby necessitating the adoption of inductive codi'ng. The
decision is to select the factors that can account for 10 percent of
the total weighted score as important factors, apart from ranking
them in order of importancé. This scaling or ranking technique is
not the same as the conventional factor analysis? The response
rates to the questions were very high, ranging from 90.3 to 100
percent, with the exception of conditional questions.

FINDINGS OF THE SURVEY
Operational characteristics, ' -

The discussion of the main issues in this paper is better apf)reci—
ated with background information on the operational characteris-
tics of the tire repair service based on the survey. The survey
shows that it is @ male dominated activity as all the surveyed op-
erators (228) were found to be male. They were all found to be
operating self employment businesses. The mean age of the op-
erators was computed at 33.9 years. About 70 per cent of the op-
erators are mcrried with mean children of four. About 99 per cént
of the operators did not havé education beyond the senior secon-

- dary school level {equivalent to.12 years of schooling). About 98
‘per cent of the operators passed through the apprentice training
proceduré with mean apprenticeship year estimated at 2._6,yedrs'.

The -mean starting capital is computed at N31, 584(US$249.3)

(2006 prices). The bulk of the starting capital of the operators was
sourced from personal savings and the informal financial market.

These two sources constitute

for the business. | R '

The mean years in business was computed at 5.2 years with 40.9

~ percent of the operators having ap
: 108

d 91.6 per cent of the initial funding_

prentice under them, while 29.4




L e Small Seale Credit Seheme {5SI1C), Peoples Ba

Ghana Journal of Development Studies 6 (1) October 2003

per cent use family labour. About 85 per cent of the owners/
operatars work: six days.a-week, while 15 per. cent work sevrefn

days a week. The survey also shows that ‘abdut 58 per cent df th-e.fﬁ ‘
operators engage in other works such as commercial motorcycle-
riding, taxi services, farming, etc. to supplement their earnings
from the vulcanizing business. This is an indication of underem-
ployment. The main sources of income in the business are gauging
of tire pressure, pumping of tires and patching of tubes and tires.
The prices of these services are usually fixed by their union. How-

ever, price haggling is allowed. The mean gross earning per day

was computed at N1, 104{(US$8.7).
The level of g_oyernment assistance

The role of the informal sector in economic development particu-
larly 0 providing employment and income to the poor made the
Federal Government of Nigeria to set up various programme and
agencies to provide loans,-grants, equipment and training to Op-
erators to boost their operations, service delivery and entrepre-
neurship skill. The establishment of these |agencies was in re-
sponse 1o the limitations of the informal sector in dccessing loans:
from the formal financial markets; organized skil acquisition-and
training. Basically, government supports ara of three categories.

‘These are credit policies and strategies; management and techni-

cal training and enabling environment strategies. Some of these

are however '\r\‘_te[\:rgqvg\f\__'\n{f_c_:pncepit and operation. The agencies
Finance Scheme: National Directorate of Employment (NDE), Noj_ F
fional Poverty \_':ygd\pgt'\on Programme (NAPEP) and Entpeprgne’g’—;__;: -
ricxl,_.Deve‘lopr‘fne‘nt-Prbgrqm _(EDP)(Umo,.\%D;_ debayo, 19997°0g+
wumike,Q'OOi; Dada, undated; Nwaka,.'2005; A _mtoye',- 2008).: ; L
+ and programmes:NDE isithe - -

& aefivities:ins

out 6f‘,jhie‘=__,_dbove, listed scheme
most visible. in the study area: NAPEP is visible; but It s at
thé;;;smdy_—_g;akea;a are on agriculture-- and..the pro
\'\EJAPEPig-:‘g,tricycie@for commercial tFGnSpDrthi‘Oh':‘thhl_w; ito!

109 HL s Ut
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Shuts out tire repait service from benefiting from its activities. In-

the case of NDE, there are four core programmes for the informal
sector. These are Vocational 'Skili Development (VSD), Special
Public Works . (SPW), Rural Employment Promotion (REP) and
Small Scale Enterprise Development (SSED). Out of the four pro-
g_rqmmes of NDE, only vocational skill development (VSD) has pro-
vision for tire repair service. There are sixty-eight (68) categories
of skills where people are trained and financed to start work as
self employed. Each skill category, which leads to self employ-
.rrr_l_egq‘ﬁs,“izs_cq!!ed 'trgdg.’.jTike:(epoir cclled;vulccxnizing-is sérial num-
ber 37 with trade code D.12. The duration of training for vulcaniz-
ing skill development is three months. This is in contrast to the av-
erage apprenticeship period of 2.6 years found during the survey.
During the three months of training under the vocational skill de-
velopment programme, the trainee is attached to an established
vulcanizer. The trainee is paid N 2000 per month while the trainer
gets N 2000 per trainee.

The ecuipment for the setting up of the apprentice after comple-
tion of the skill acquisition course are provided through the finan-
cial support of NDE called resettlement loan scheme. The appren-
tice is however expected to 'epo'sit 10 per cent of the market
value of such equipment. Repdyment starts after six months and it
is spread over a period of three years. No collaterals: are required
except that there must be two guarantors, one of which must be a

civil servant of Level 10 and above or a registered businessman

. who is ready to pay.in the event of default. -

The survey shows that the operators are very much aware of the
existence of these governmentjagencies and their functions in pro-
viding assistance to them. Thi study revealed that only 1.7 per-
cent of the operators had Gcce;gs to government fund to start their
business, the breakdown shows that 1.3 per cent started operation
with loans and grants from government only, while 0.4 per cent
combined the government financial resources with their persgncl
savings to start operation. The above indicates that the bulk of the’

S
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sources of initial or start up capitq| came from personal Soving's’ _

~ loans’ from friends and informal financial sector. It confirms the

- informal sector operators. The operators who had access to gov-
ernment loans (1.7%) are those who benefited from the vocational

skill development programme of NDE. The starting ccpitcrl was
-provided through the,NDE resettlement loan scheme.

The role of the government in g developing €conomy is not limited
to facilitating and granting of loans to start informal sector actjvi-

ties. Other supports given by the government to the informal sec--

tor include technical services such as extension service and semi-

nars; and fund for expansion and modernization of existing opera-

tiorss. Entrepreneurship treining of operators could develop their
- capacity to manage their  businesses more productively and effi-
. clently, allowing them to expand activities with the potentials for
" higher incomes. The survey shows that the activities of the gov-
~ ernment have not been felt by this segment of the informal sector
| as shown in Table 2. _ !

' Table ? Frequency of Assistance Received from the Governpent

Typel ' | Never Occasion- Alwol.’ys,
. g ) .1 (%) ally (%) %)
[ Loans/Grant 9956 0.44 0.0
.| -Practical-extension services {100 S | oo
Seminars_ : 100 00 Joo

| Source: Field survey, 2006:

The survey:reveals 'thcf.99.56 percent of the operators hay
| any financial assistance from the government'sing

: receiv nt'sj
?stcrtej?opérﬁ'tion..This revelation ‘is not surprisrr)g 'given. he
' that the design ¢f the loan scheme particularly that of NL
‘méant for expansion. After the fundins of equipme

for trained apprentice, NDE has no fincn;i’dlffsﬁbpo

va
CR =- . = o

EON, TS i




Ghana Joumal of Development Studies 6 (2) October 2009

“those that want to expand ‘or improve their ‘trade’, including those

that they trained. Those that received government loans/grants
occasionally (044 per cent) are those who benefited from Local |
Council occasionally sponsored poverty alleviation programmes.
In terms of practical extension services and seminars, none of the
operators have benefited. A critical examination of the NDE pro-
grammes shows that extension services and seminars for informal
sector ‘trade’ do not exist, particularly for the. tire repair service.
The survey revealed that the scopes of these programmes are
very narrow. They deal with ‘starting up’ or “initial takeoff’ without -
emphasis on expansion, upgrading and sustainability.

Problems of the enterprise

Given the importance of the informal sector in the Nigerian econ-
omy, a good understanding of their operational problems is crucial
in formulating palicies that will aid its growth and survival. The sur-
vey reveals that there are basically six problems hindering the effi-
ciency of this informal tire repair enterpnse. These are shown in
Table 3: |

i
i

Table 3: Problems of tire repair service in Nigeria

Problem Share (%) ' Rank-
High cost/scarcity of fuel 39.16* - 3 4%
Spare part problem 20.75* oo
(3430 ... )
Financial problem 20.33* : o
Y ' (33.43)** i
Lack of training, seminars, etc | 10.29* " o
(16.92)** (39 )=
Multiple taxes 1 6.78* ' ghs
(11.14)** 4. (4 ) s
Patch rubber problem 2.68* : 6":"4,.
(4.40)** (5 )*'f

Total weighted score = 1195* (127) 5T .
* Computed based on a ‘6x3 dsmensnonal sccle *% Computed

based on a 5x3 dimensional scale
Source Computed by the Authors from fi eld survey, 2006

: : g

w g

<k s i A
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scarcity and high cost of petrol technically called ‘premium motor
spirit (PMS), high cost and scarcity of spare part, financiq! prob!em
and lack of training. The ranks are shown in Table 3. Multiple taxes
_and scarcity of patch rubber were also identified as prob_lems but
were found to fall below the 10 per cent benchmark for censidera-
tion as important factors. g -

The scarcity of PMS ranked first with 39.16 per cent of the totqj
weighted score of 1195, This is quite understandable because at
the time of the survey (3rd quarter of 2006), there was general

PMS scarcity in Nigeria. PMS is the primary fuel for the air com- -

pressor used by the operators. If scarcity of PMS is corrected, that
is held constant, then the results in Table 3 will change to a 5x3
dimension thereby making sparé part problem the most important
problem fac’ing the operators, followed by financial problem, lack
of training and multiple taxes with=34.11, 33.43, 16.92 and 11.14
per cent respectively. This adjustment therefore has made the is-
sue of multiple taxes a serious problem in in{formol sector develop-
ment. ' Y

Expéctations of the operators

“Yormal sector diagnosis is crucial in refocusing government policy
because it serves the purpose of participatory approach in policy

formulation through the bottom-up model.’ In the absence of fuel

scarcity, four main problems were identified by the operators-and

their expectations derived from them. The government through its

agencies for informal sector developrnent should provide ﬁnancnal
grants and loans for modernization (1st); mc‘ike spare p'd:rtsfq}/gllf
- able’at affordable prices (2nd); eliminate multiple taxes”a
- (3rd)iand. provide training on how to improve se
| pthye ' ~ S

The use of problem identification and expectation procedars in'in- "

ind levies
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Table 4: Expectations of operators of tire repair service in Nigeria

‘| Expectations | Share (%) | Rank
Availability of fuel at reduced costs 39.52* 157
Availability of spare parts at cfford- 13.79% ol
able prices ‘ (22.80)** (27 )=
Financial grant/loan 1 28.89* 2™ =

‘ (47.77)% &l
Organization of seminars/Workshops | 6.89* 5% +
: | (11.40)** (4™) =
Elimination of Multiple taxes 8.76* 41t
(14.48)* * (37)**
Availability of patch rubber 2.14* 6™
(3.54)* = g b
Total weighted score = 1073* (649)* * ; :

Source: Field Survey 2006
a 6x3 dimensional scale;
*% Computed based on a 5x3 dimensional scale

* Computed based on

Implications for informal sector development

The problems and expectations of tire rflepoir service providers
hcve implications for informal sector development in general and
the tire repair service in particular. These inrlglude the following:
One, the design of the schemes shows that government-supported
loans and grants are usually not meant for existing informal sector

“-eperctors. The financial essistance’is ‘meant for ‘take off'. This

shows thct there is no provision for those who want financial as-
sistaince for expadnsion or modernizaticn of their ‘trcde’.

Two, apert from government supported loans cnd grants, training
of iniormal sector operctors are clso weql%. The operators need
trcining particularly in resource management, service delivery cnd
new technology. The training courses of government agencies re-
sponsible for infermel sector cevelopment seem to follow the

scme pcth of its funding cctivity.

- - ’ - -
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' be geared toward making the sector f
' cial implicction of unemployment. The f
| ommended based on Lho problem —expectdtion survey
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oIS B egulr ol supph P it
y hcs u lot of lmphcotlons on op-
erators because it is the main source & power for their sole engine
(air compressor). The adjustment mechanism in the tire repair
business in the event of scarcity of PMS is for the operators to
source-for PMS at the black market at exorbitant price and trans-
fer the cost to customers via increased charges. The alternative ‘is
for. the operators to abandon their tire repair business and engage
in black morketmg of PMS. The cost-benefit of what to do with

PMS is done by comparing what they will gain by usmg the PMS

to work, with the margin they will gain if the PMS was sold at
higher price to desperate customers looking for PMS. Any distor-
tion in the petroleum sector vibrates to the tire repair business, as
it affects their operations and earning capacity negatively.

The fourth implication is that it brings to the limelight the issue of
multiple taxes. Multiple taxes are also common in the organized
sector of the Nigerian economy. Its identification in the informal
sector portends danger because of the low income status of the
operators. In the tire repair business, the taxes include head tax;
sign post levy and environmental levy, among others. Some of the

| cperators obscontj from their shops whenever they sense that tax

officers are coming. Others use their Union to negotiate for re-

. duced rates after ‘seeing’ government agents. The issue of multi-
: ple taxes can dampen the growth of the informal sector, encour-,
age tax evasion . .and. organized - resistance to -the government»-“ o
u..ough ,3roLesL, Wthh couid disrupt socioeconomic activities.

| CONCLUSION:AND RECOMMENDAT!ONS

The informal sector is pcramount in urban -sector development
- particularly in the area of employment generctlon for semi- smlled -

and unskilled lobour Therefore efforts by the govemmem should_
functional to reduce the so\- G

O||meg are therefore ec:

Wby
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Government programmes on funding an
~tor operators namely the NDE and NAPE

d training of informal sec-
P should be overhauled to

meet the financial and training needs of the various informal
“trade .’ The scope ‘or funding and training should be expanded be-
yond ‘take off’ of ‘trade’ to improvement, expansion and moderni-
zciion of existing trade. For these informal sector support agencies
to expand their scope, it will require improved funding from the
government. Government should therefore fund these agencies
adequately to promote and sustain self employment among those
in the informal sector.

The issue of multiple taxes should.be seriously looked into by the
. government. Since mMost of the operators are not registered, the
government.should provide the legal framework to specifically ca-
ter for this cctegory of businesses; specify the level of government
(state or local council) and the agency to be responsible for tax
evaluation: and also specify the types of taxes to! be imposed
given the nature of their operation. Once these issues are clarified,
tax administration on informal sector octivities will be straightfor-
ward. , . - [

s —ypg—————

The issue of fuel availability must be addressed because its scar-
ity fneans o6 work; hence no earning for the operators. The:Nige-
rian economy, though a major exporter of crude oil, has witnessed
fuel crisis for the past two decades arising from poor demand and
supply management for the domestic market. Many businesses
heve collapsed in ithe informal sector of the Nigerian economy due
| to the dual effects of fuel scarcity and erratic power isupply- The
i refineries must be fixed and fuel distribution enhcmcec;j to guaran-

tee employment and income in the informal sector.

Other measures include cvailability of pcich rubber for tire repair,
‘ on functional petrochemiccl industry; and
or engines. The gcv- ’
ke the iron, steel
ervice  the

which is clso depencent |
cvcilebility of spare paris for the cir compress
ernment should put’in place policy that will ma
and foundry indusiry funciional for the indusiry to' s
spcre part re_a_quirements of cther industries.
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The tire repair. service is a source of self employment in Nigeria,
although  underemployment  was evident. Skill acquisition is

. through the apprenticeship system. Although the initial capital re- .

quirement is smaill at USS 249.3, most of the fund came from per-
sonal saving and informal financial sector. The tire repair segment
of the informal sector has not benefited much from government
informal sector support programmes due to the scope and focus
of these agencies. Since informal sector activity provides employ-
ment and income to many families particularly the semi and un-
S'(Illed urban labour, any obstacle to its functionality such as poor
access to capitai and: training and multiple taxing should be re-
moved
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